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ABSTRACT
TwitchTV is a livestreaming platform that exists within the livestream community
industry. It connects content creators known as streamers with viewers that can engage with the
streamer and community via chat. This report seeks to provide an analysis of TwitchTV’s current
position within this industry and provide recommendations for further developing its platform. It
also seeks to analyze trends in the industry and environment that may affect TwitchTV in the
short and long term. Specific tools utilized to analyze these trends and growth opportunities
include a Porter’s Five Forces analysis, PESTEL analysis, and SWOT analysis.
KEYWORDS: TwitchTV, Twitch, Livestreaming, Streamers, Video Gaming, Esports, Amazon,
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INTRODUCTION AND BACKGROUND
TwitchTV, commonly referred to as Twitch, is a streaming website that was founded in
2005 as Justin.tv. It was originally a platform for the owner, Justin Kan, to broadcast his daily
life, but this format was not popular, and Kan quickly noticed that there was a demand from
others to be able to livestream their own content (Cook, 2014). Justin.tv adjusted its business
model to capture this demand, and the website would soon become a hub for content creators to
share any aspect of their lives with online viewers. Video gaming was a popular category on
Justin.tv, and in recognizing this, Justin.tv founded TwitchTV in 2011 to create a brand focused
on video game live streaming (DiPietro, 2011). Twitch officially launched in public beta on June
06, 2011, and it found a near immediate hold in the gaming community, reaching an average of
3.2 million unique visitors per month during its launch.
In 2014, after years of continuous growth, both Google and Amazon attempted to
purchase the site from Justin.tv. Google was hoping to integrate the site with their YouTube
platform to strengthen their hold on the online creative content production market, and Amazon
was hoping to enter a growing industry. Amazon won the bid to purchase Twitch, and Justin.tv
completed the sale for $970 million dollars in August 2014 (Geeter, 2019). At that time, Twitch
was averaging 55 million unique users per month. The site has continued to grow. Twitch
remains the market leader for video game livestreaming in 2021. Competitors have attempted to
gain market share, the most successful being YouTube Gaming, which launched in 2015. Other
companies such as Microsoft, with their platform Mixer, have tried to enter the market but fail to
gain significant market share.
Twitch has become more than a place for people to share and watch video gameplay.
Content creators, called “streamers”, are independent broadcasters that either stream as a hobby
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or full time. These streamers serve as the entertainment, and they are the reason that viewers
come to the platform. Twitch streams feature a chat box in which viewers can interact with each
other and the streamer. This enables the streamer to build a community around their channel.
Viewers can also “subscribe” to channels for a monthly cost. Half of this money goes to the
streamer and half of it goes to Twitch. Subscribers and donators are what keep the content
creators afloat and able to stream full time. After Amazon’s acquisition, viewers can subscribe to
one channel per month for free if they are an Amazon Prime member. Amazon has continued to
integrate its wide array of synergies into the Twitch platform. Twitch generates its revenue from
advertisements on streams, viewer subscriptions, promotional programs from third parties, and
the sale of “bits” that allow viewers to directly interact with the livestreams.
In 2021, Twitch boasts an active user count of 140 million, and it has begun to include all
forms of livestreaming on its site (Dean, 2021). Twitch still brands itself as a gaming website,
but it recognizes the potential for all forms of livestreaming. Today, the most popular category
on Twitch is “Just Chatting”, which is typically a content creator sharing a part of their daily life
or interacting with their community. Streaming is becoming more and more mainstream, and
many of the internet’s biggest personalities can be found livestreaming on Twitch.
ANALYSIS
Porter’s Five Forces Analysis
Twitch exists in the livestream community industry. In order to determine if the
livestream community industry is profitable, it is important to analyze all of the competitive
forces that affect it. A Porter’s Five Forces analysis looks at the five competitive forces,
including supplier power, buyer power, threat of substitution, threat of new entry, and
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competitive rivalry, to determine if the overall industry is profitable and worth pursuing a
venture in (Dess et al., 2019).
Supplier Power
Suppliers in the livestream community industry include the streamers as well as the
server providers. Twitch is essentially a platform that connects streamers with viewers, the
streamers are the suppliers of content. A unique aspect of content creation is the all or nothing
nature of it. Streamers are able to stream to multiple platforms at once, but generally they choose
one platform and focus their efforts on growing that community. A streamer can choose to go a
different platform with their content, and often times their community will follow them.
A recent industry trend is exclusive contracts. Livestream community platforms such as
the failed Microsoft venture, Mixer, began to offer exclusivity contracts to popular streamers.
Some of the largest content creators on Twitch, such as Shroud and Ninja, left Twitch to stream
elsewhere due to these contracts. Shroud and Ninja are two of the three most followed Twitch
channels, with 26 million followers between them (Iqbal, 2021). Both streamers have since
returned to Twitch, but during the length of their exclusivity deal with Mixer, they streamed
solely to Mixer, and Twitch saw a large viewer exodus from its platform. Many viewers watch
multiple Twitch channels and are general fans of the platform, but many viewers are dedicated
fans of a few streamers and will only watch those few streamer’s content. Streamers are in a
powerful position in this industry because they are primarily the ones drawing the audience.
However, streamers also know that they are most likely to be successful on Twitch because it is
already the platform with the most viewers in this industry. Server providers are suppliers of the
physical servers that Twitch operates and hosts its platform on. All web services need to be
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hosted on physical servers. Amazon owns one of the biggest server networks in the world,
Amazon Web Services, so there is little supplier power in this regard.
Buyer Power
Buyers include advertisers and viewers. Advertisers are companies that purchase ad space
on platforms. Because a lot is known about the demographics and psychographics of livestream
viewers, advertisers see value in these platforms. Advertisers have multiple options for ad
placements that exist outside of this industry. For this reason, Twitch must make itself attractive
to advertisers, and engaged viewers are attractive to advertisers. Viewers are buyers in this
industry as well. Despite all platforms in this industry being completely free, many viewers are
compelled to subscribe or donate to their favorite streamers to support their content creation.
Viewers are incentivized to subscribe or donate to streamers with small perks such as ad free
viewing experiences or chat badges that indicate their support. Most viewers cite the desire to
support the content creator as the driving force behind their subscription or donation (Tondello,
2019). Viewers as buyers have large bargaining power because they do not have to use Twitch to
support their favorite streamers if they do not feel that it is the best value. Many streamers have
direct links such as a Paypal or bitcoin address to donate to them, and in these cases the
livestreaming platform does not receive a cut of the revenue. Viewers will donate through the
platform because of the convenience of the transaction, but also because of the perks that they
gain from donating/subscribing through the platform. Buyer power in this industry is fairly
strong, as viewers can either watch for free or support their favorite streamer through a different
channel.
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Threat of Substitution
The livestream community industry exists in the broader entertainment industry, so a
substitute would be any form of entertainment that replaces livestreaming. There are, of course,
thousands of different types of entertainment that a consumer can choose to spend their time
with. However, few options offer the same combination of interesting content and live
community interaction. Chat interaction provides the livestream community industry a unique
advantage that other forms of entertainment cannot. The most relevant available substitution is
similar gaming content that is not live or interactable. The overall threat of substitution is weak.
Threat of New Entry
This space is difficult for new entrants to secure a foothold in due to the nature of content
creators. Streamers want to stream on the platform in which they will have the most
opportunities to reach new viewers, and new platforms do not have a large viewer base to attract
streamers. New entrants must partner with popular streamers in order to bring viewers to their
platform. Exclusivity contracts are an essential part of building a new platform. The idea is that a
large streamer would begin streaming on the new platform and would bring their community
with them. These viewers would then become interested in the other content on the platform.
Without exclusivity contracts, it is next to impossible to enter this space, and these contracts are
expensive. Additionally, popular streamers are likely to stay on the platform in which they built
their community. As a result, the threat of new entrants is minimal.
Competitive Rivalry
Several firms exist within this space, but Twitch is clearly the market leader. Competitors
include YouTube Live, Facebook Live, Periscope, and Caffeine. Industry traits that lead to high
7

levels of competitive rivalry include a lack of offering differentiation, equally balanced
competitors, and slow industry growth. In the livestream community industry, the offering is
similar for each platform. Each competitor offers essentially the same features on their platform.
Viewers tend to choose their preferred platform based on where their favorite streamer is or
based on their familiarity. This industry does not feature equally balanced competitors, as Twitch
owns 91% of the video game streaming market share (Epstein, 2021) and is beginning to grab a
strong hold in the offline content streaming marketing as well. The industry is also growing
extremely fast, so slow industry growth is not a contributor to strong competitive rivalry. Overall
competitive rivalry is low in the livestream community industry.
Analysis of the competitive forces of the industry reveal that the industry is profitable and
attractive for growth. There is low supplier bargaining power, low threat of substitution, low
threat of new entrants, and low competitive rivalry. The only competitive force that is strong is
the bargaining power of buyers. Twitch needs to consider this strong power when developing
and marketing its platform. Viewers are the most important asset for Twitch, as more viewers
means more subscriptions and more advertisers that are interested in utilizing the platform. It
follows that Twitch’s primary strategy should be accruing a large viewer base to best address
these competitive forces in the livestream community industry.
PESTEL ANALYSIS
Analysis of the general macro environment is necessary to ensure that all possible factors
that could affect the business are considered when developing a strategy. A PESTEL analysis
considers pollical, economic, social, technological, environmental, and legal factors that could
have an effect on the business (Dess et al., 2019).
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Political
Few political factors affect Twitch’s business operations, but it important to be mindful
of the few that do when developing firm strategy. Local, state, and federal tax rate changes may
affect margins on subscriptions from viewers, decreasing profitability. Due to the relatively
unmoderated nature of the content that is streamed on the site, countries may consider restricting
access to Twitch or censoring certain content.
Economic
Economic factors that affect Twitch relate to consumer spending trends. Twitch revenue
can be broken down into advertising revenue and subscription revenue. If overall consumer
spending drops, Twitch subscriptions could potentially be the first expense that consumers cut
out of their budget. Twitch is a free service that offers quality of life perks as incentive to
subscribe, but the service is still completely usable without a subscription. Advertisers may also
slow their advertising purchases if they believe that their ads will be less effective due to lower
overall consumer spending. Unemployment rates rising could be a positive factor for the growth
of Twitch. New viewers that have increased free time may come to Twitch, and people out of
work could decide to try to make a career out of streaming.
Social
Cultural shifts related to an increase in the social acceptance of gaming and livestream
viewing present an opportunity for Twitch to continue to grow. These activities have historically
been stigmatized, but the growth rate of the industry (Iqbal, 2021) signifies growing social
acceptance. There is also the trend of individuals working “side hustles” in addition to their
primary source of employment. Many content creators stream in addition to their main career,
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and if this trend continues, Twitch has the opportunity to continue to grow its base of content
creators. The rise of social influencers and their importance for driving consumer decisions also
presents an opportunity for Twitch. Content creators that exist outside of the livestream
community industry are already beginning to start streaming on Twitch. In these cases, they will
often bring their dedicated followers with them.
Technological
As Twitch is an online platform, technological innovations present an opportunity for
Twitch to further develop its offering. Livestreaming is a relatively new technology, and
innovations in internet speed as well as computer hardware enable livestreaming to be faster and
easier for both streamers and viewers. Technological innovations can also present streamers with
new types of content to stream in addition to video games. Video gaming as a whole has the
potential to grow as an industry with the further development of technology, which makes
Twitch even more attractive to advertisers and viewers.
Environmental
Twitch exists solely online, so there are few environmental concerns regarding its business.
Legal
Twitch streams are liable to include copyrighted content that presents a legal risk for the
business. Twitch is truly live, which means that there is no opportunity for oversight from the
company to prevent streamers from broadcasting whatever content they wish. Twitch can ban
streamers or give copyright strikes, but these are presented after the occurrence instead of before.
Twitch terms of service must strictly forbid the use of copyrighted or illegal material on stream,
and it must follow continue to follow legal developments and update its terms of service
10

accordingly to stay compliant with the law. Twitch is a global platform, so it also needs to be
aware of legal developments in any country that it operates in.
SWOT Analysis
In order to analyze its current position, it is important to look at Twitch’s current
strengths, weaknesses, opportunities, and threats. These are outlined in figure 1.1.

Figure 1.1
Strengths
Twitch’s biggest strength is its brand equity. Twitch was the pioneer of this industry, and
it has remained the market leader since its launch. The brand is nearly ubiquitous with
livestreaming, and it is the first place many consumers go for entertainment. Content creators
that want to begin livestreaming, either as a hobby or a career, first look to Twitch to start their
community because of its brand equity. Twitch’s platform has been carefully developed since its
launch, and its easy-to-use website, mobile app, and smart TV app represent an important
strength for the company. Twitch’s management has essentially created this industry, and its
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experienced staff represents another strength. Additionally, Amazon can offer many synergies
with their other subsidiaries, including Amazon Web Services. Twitch offers unique experiences
for viewers searching for entertainment that other platforms cannot offer. It has continued to
develop its platform to encourage interaction between community members and streamers.
Unique events such as Twitch Rivals and community game shows have drawn viewers to the
platform and increase community engagement. Twitch’s multiple revenue streams enable
flexibility for its profit margin.
Weaknesses
Twitch’s biggest weakness is its reliance on content creators to draw viewers to its
platform. Its offering alone is not enough to draw viewers. Twitch can host events that draw
viewers, but ultimately, the streamers are what viewers come to Twitch to see. Another weakness
of Twitch is that its base platform and features are free, and subscriptions are optional. Viewers
can enjoy most of the content on the site without paying any money, which could potentially be
troublesome for Twitch’s revenue.
Opportunities
Partnerships with other industries represents the biggest opportunity for Twitch. Twitch’s
platform is well known, and it already has a large user base, but there are opportunities for
Twitch to grow this even more by partnering with other industries to bring new viewer segments.
Twitch is still primarily a gaming centered website, but its platform supports any type of live
content. Twitch could look to partner with organizations such as the National Football League to
broadcast their events on the platform. This type of partnership has obvious benefits for Twitch,
as typically uninterested people may come to the website and decide to stick around. It also
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would provide organizations like the NFL with access to new viewership bases that they are not
already reaching. Other opportunities include the emergence of Generation Z. Gen Z is the most
technologically adept generation to date (Seymour, 2019). As it continues to age and gain
income, websites like Twitch can capitalize on Gen Z’s tech familiarity to grow its platform even
more. This generation has also become used to being always entertained, which presents an
opportunity for Twitch to grow even more as an entertainment service. Esports is a growing
industry that shows no signs of letting up, and Twitch will be one of the greatest beneficiaries of
this. Esports is “electronic sports” or professional video gaming. Esports as an industry has seen
consistent growth since its inception (Reyes, 2021), and this growth has been in accordance with
Twitch’s. Esports events are typically broadcasted on every livestreaming platform, but Twitch
has the opportunity to cement partnerships with Esports companies to secure exclusive
broadcasting rights. As previously mentioned in the supplier bargaining power section of the
Five Force’s analysis, exclusivity contracts with streamers are an opportunity to address what is
Twitch’s biggest weakness, its reliance on content creators. If a streamer is popular enough, their
fans will watch their content regardless of the platform, so Twitch needs to ensure that the most
popular streamers are streaming on Twitch, and not on competitor sites.
Threats
Twitch’s biggest threat is ad blocking. Ad blocking technology has existed for decades
now, but it continues to present a problem for websites that rely on advertising revenue. Ad
blocking software prevents the end user from seeing advertisements online, which subsequently
discourages advertisers from choosing to advertise on certain platforms. Twitch can attempt to
develop software to prevent ad blockers from working on its site, but it is a continuous battle
against many skilled developers that produce ad blocking software, and it requires constant
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attention. Other threats include competitor platforms that may sign exclusivity contracts with
streamers. This threat would clearly impact the quality of Twitch’s platform as it heavily relies
on content creators to draw its users.
CURRENT STRATEGY AND FUTURE OUTLOOK
Twitch’s current strategy is a broad differentiation approach that uses its platform to
secure a foothold in all forms of livestreaming content. Twitch began as a video game
livestreaming site, but it has grown to include any form of livestreaming because Twitch
recognizes how big the market potential for this industry is. Twitch grew to where it is today
because of its complete domination of the video game livestreaming industry. Now that it has
gained nearly complete control of this market, it has broadened its target market to include
anyone interested in a livestream community. Twitch’s competitive advantage comes from its
brand equity and the size of its community. It now attempts to utilize its competitive advantage
to broaden its approach and capture the overall livestreaming market. To execute this strategy,
Twitch has been promoting its offline livestreaming categories (Ashton, 2018) with the hopes of
attracting users that would not normally be interested in the content on Twitch.
Twitch’s outlook is strong, but it needs to continue to be aware of the threats, and it needs
to take advantage of the opportunities presented in the SWOT analysis. Twitch should look to
partner with events outside of the gaming space to draw new viewers to the platform and build
its perception as a livestreaming website instead of a gaming website. Twitch should also
continue competing with other platforms with exclusivity contracts to ensure that its most
popular content creators do not leave the site. It may come at cost but keeping streamers on
Twitch keeps their viewers in the Twitch ecosystem, which should be Twitch’s priority. It should
also continue to be a supporter of esports growth and continue to be a partner with these events.
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In addition to the opportunities and threats that Twitch needs to be aware of, it also needs to
consider the overall environmental factors outlined in the PESTEL analysis. Any of these factors
could present new opportunities for advancement for Twitch.
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